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aQe 
KEY ECONOMIC INDICATORS 


Note: Afghan statistics are very unreliable. For example, population estimates 
range between 9-17 million (official 1971 figures: 17.48 million) while trade 
figures may be 20-40% off due to smuggling, poor enumeration and collection errors. 


All values in million US $.. 1974 Free Exchange Rate was very erratic, resting 
unless otherwise stated. at AFs. 58 = US $1 at year end. 1352 average exchange 
rate Afs. 56.25 = US $1. Official Rate of Afs. 45.30 
= US $1 used for external debt installments, other 
official settlements. 


Afghan (Islamic) calendar year begins March 21. Used except where Western calendar 
year indicated. 

A. B. c. 
ITEM 1350 1351 1352 


1971/72 1972/73 1973/74 % Change 
INCOME, PRODUCTION, EMPLOYMENT 


GDP at Constant (1956/66) Market Prices 61.90 66.23 70.87 7% 
(Afs Bn) 2/ 
GNP at Constant Prices 3/ N/A 89.5 N/A 


Per Capita GDP at Constant Prices 
1965/66 Market Prices (Afs) 2/7 3541 3707 3892 5% 
Plant & Equipment 4/ N/A N/A N/A 
Indices: (Base Year) = 100 
Agricultural Production: 1963=100 3/ _106 124 N/A 17% 
Industrial Production Mfg. 3/ 
(1966/67 = 100) 113.9 114 114 0% 
Avg. Labor Productivity N/A N/A N/A 
Avg. Industrial Wage 3/ N/A N/A N/A 
Personal Income N/A N/A N/A 
Employment/Avg. Unemployment Rate 6/ N/A N/A N/A 


MONEY AND PRICES 
Money Supply/Afs Million 7) 7,843 9,531 10,969 15% 
Public Debt Bank Credit to Public 

Sector/Afs. Million 7/ N/A 8,940 10,254 15% 
External Public Debt Outstanding 

Dollars/Millions 3/ & 9/ 741.8 773.8 N/A 
Interest Rates N/A N/A N/A 
National Price Index All Items 3/ 275 316 N/A 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves 
(Includes SDR/IMF Reserve Position) 


(US $ Millions) 51.6 56.72 60.96 9% 
Balance of Payments (Deficit =-)7/ +15.4 -1.8 413.7 


Balance of Trade (commercial only) 2% +5.7 +28.3 +36.5 


Export FOB 8/ 99.8 124.5 159.8 


U.S. Share (commercial only) 8/ 2% 2% N/A 
Imports, CIF 8/ 94.1 96.2 123.3 


U.S. Share (commercial only) 3 4% 3% N/A 
Main Exports and Imports (Afghanistan and U.S.) 





NOTES FOR KEY ECONOMIC INDICATORS 


1352 figures are subject to revision. 
Source: International Monetary Fund (IMF). 


Source: Asian Development Bank “Key Indicators" figures. Without 
consolidated national accounts, GNP figures must be con- 
sidered estimates. 


Private industrial investment is estimated at $15 million. No 
estimates are available for public enterprise plants. 


No accurate figures are available. New minimum wage law calls for 
minimum of Afs. 900 615.00) for lowest levels. Most earn above that, 
with average wage for skilled worker (mechanic, machine operator) 
around Afs. 8500 ($140.00) per month, 


Estimated total labor force is 7-8 million. Labor in Agriculture: 
87%. Estimates of industrial employment range from 8,500 to 30,000 
total, Unemployment and underemployment is heavy and increasing. 


Source: Da Afghanistan (Central) Bank - Money supply defined as My 
and M2 at end of 3rd quarter of year. 


Source: Ministry of Commerce, 


For discussion of debt figures, see Table V. 





SUMMARY ° 


Eighteen months after coming to power the Afghan Republican regime con- 
tinues to promise movement in the economic field, but has little new to 
show for it. Although longer term growth trends are favorable, the 
current state of the Afghan economy can be characterized as in limbo. 


The lack of development activity was mitigated somewhat during the past 
year by increased foreign trade, improved revenue collection, offers of 
considerable bilateral financial and economic assistance from non-tra- 
ditional donors and from international agencies, coupled with a continua- 
tion of the traditional bilateral aid programs at or near their previous 
annual levels. The government, however, has yet (1) to begin utilizing 
these extensive, new foreign assistance offers, (2) to stimulate renewed 
confidence among the private domestic traders and investors, or (3) to 
provide new inputs, especially in the agricultural sector, to offset a 
looming balance of payments deficit in the next Afghan financial year, 
Moreover, there are some signs that the world-wide inflation will hit 
Afghanistan harder in the coming year. 


There may be some limited opportunities for U.S. business but these 
opportunities will be circumscribed until the government enunciates the 
role of Afghan private business more clearly. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Some Flurry But Little Movement 


Since the July 17, 1973 coup d'etat, the Republican government headed 

by President and Prime Minister Mohammad Daoud has yet to make signi- 
ficant progress in tackling the myriad obstacles to economic progress 
and development the country faces. With some notable exceptions, 
government ministries are still characterized by confusion and timidity, 
filled with rumors of impending Cabinet changes and have achieved little 
to demonstrate that economic development matters have been given any new, 
higher priority. 


Although there are obvious economic and social costs associated with 
this situation, the economy has been insulated more than many develop- 
ing countries from world-wide inflation because of its traditional re- 
liance on bilateral trade/barter agreements with non-free market econo- 
mies where world prices have not played a major role. This insulation, 
however, may be attenuated during CY 1975 following the joint decision 
last year by Afghanistan and the Soviet Union, the country's major bi- 
lateral trading partner, to base all commodity exchanges on world market 
prices. Undoubtedly this will cause major price increases for some of 
the Soviet products on which Afghanistan relies heavily, notably sugar 
and petroleum products. 


Positive Signs on the Fiscal and Monetary Fronts 


During the past year, Afghanistan has been able to maintain an enviable 
record on domestic inflation, government revenues and international re- 
serves. Inflation has been kept at a relatively low level (estimated at 
5-10 percent) through government price control and stabilization programs, 
Gross foreign reserves of the central bank rose approximately $8 million 
in 1974. Preliminary reports show a significant increase in both exports 
and imports through the same period and customs and tax revenues, buoyed 
by more stringent collection procedures, continued at record high levels 
for at least the first nine months of the new regime, i.e., from July 
through March, 1974, 


On the monetary side, the Afghani, Afghan currency, has maintained a high 
value since the establishment of the republic, averaging a value of 60 
afghanis to the dollar compared to an average value of 75 afghanis to 

the dollar prior to the co p. This high value is, in part, a consequence 
of the country's generally favorable payments position as reflected in 
the government's high level of reserves, and, in part, a reflection of 

a temporary dip in the import of consumer goods, but in part remains 
unexplained. The high value has helped restrain inflation by making 
imports cheaper, but there is some evidence that it has curtailed some 

of Afghanistan's traditional luxury exports such as karakul and carpets. 





Generally speaking, the exchange rate is considered artificially high 

and has caused concern in money markets both here and abroad. The 
Afghani no longer is traded in the Beirut money market, nor in the 

black markets in Tehran and New Delhi except for courtesy transactions. 

In Kabul, money market dealers remain nervous and cautious and there 

is some evidence the volume of foreign trade financed through the 

money market has been reduced significantly. To the extent that the 
money market has curtailed its activities, it has probably contributed 

to the decline in commercial activity reported by numerous small merchants 
in Kabul. 


Trade and Commerce: Conflicting Signals 


During the past year, the Kabul and Kandahar customs house reported 
record high receipts and import deposits. The Kabul money market, on 
the other hand, defends the current high exchange rate saying there is 
little demand for foreign currency and claiming that private imports 

of consumer goods are at very low levels. A number of merchants report 
they are drawing down their stocks instead of importing, but there has 
been a surge of inquiries to the Embassy's commercial section about 
prospects for importing U.S. goods. Conversely, the Carpet Exporters 
Guild reports increasing price resistance to Afghan carpets in Europe 
and karakul exports, a traditional hard currency earner, were down from 
the previous year because of the drastic inflation which hit markets in 
Europe and the United States forcing them to curtail purchases of luxury 
goods. Exports of dried fruits and nuts, however, another traditional 
foreign currency earner, showed some increases and initial token ship- 
ments of fresh fruits were made to the burgeoning Iranian market. 


In the all-important agricultural sector, output was down some in 1974 
from the excellent harvest year of 1973 and the country has been basically 
self-sufficient in wheat and rice, the primary foodstuffs. There have 
been some localized shortages of cooking oil and other agricultural com- 
modities, but nothing of major proportions like those currently afflict- 
ing other South Asian nations such as Bangladesh and India. While wheat 
production decreased substantially, cotton production increased signifi- 
cantly during the past year and although the drop in Western market cotton 
prices curbed substantial Afghan earnings in free markets, the combination 
of exports to bilateral trading countries and the Afghan government's de- 
cision to build up its own fledgling textile industry plus the relatively 
high prices paid by the government to cotton growers has meant a better- 
than-average year for most Afghan cotton farmers, 


Private Industrial Sector Faces Almost Total Stagnation 


The miniscule private industrial sector is in a state of almost total 
stagnation. Faced with government indecision as to what role the private 
sector will play in the new republic, most Afghan businessmen continue to 
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reserve judgment on new investments in Afghanistan. These reserva- 
tions ‘were reflected in the lack of local capital to purchase majority 
interests in joint ventures following the promulgation of the amended 
Foreign and Domestic Private Investment Law (FDPIL) in June, 1974. 
The newly-amended law calls for majority Afghan ownership (51%) in 
any joint venture with foreign firms and, in principle at least, is 
retroactive covering all extant joint ventures. Thus far, existing 
firms have been unable to attract Afghan capital to purchase shares 
sufficient to make up 51 percent of such ventures. In the eighteen 
months since the republic was proclaimed, the government has not 
approved a single new private investment project for the country 
although many are still pending approval. 


In November, 1974 the government did approve eleven private investment 
projects which had been carried over from the previous parliamentary 
regime. Included among these is a private joint Afghan-American hides 
and skins processing plant, the first such venture having U.S. parti- 
cipation to be approved by the new republican government and the first 
such private venture to have the backing of the Overseas Private Invest- 
ment Corporation (OPIC) in Afghanistan. Hopefully, this breakthrough, 
if successful, will encourage other American investors to explore joint 
venture possibilities in Afghanistan. 


Economic Development Climate Buoyed by New Assistance Offers 


The climate for economic development in the country improved substan- 
tially during the past year with assistance offers emanating from new 
donors, principally the oil producing countries. Iran has offered 
assistance for economic development which could total as much as 1.5-2 
billion dollars for feasible development projects ranging from basin 
irrigation to a new railroad linking the country with Iran's transpor- 
tation network and its Persian Gulf ports Saudi Arabia has offered a 
total of $65 million in low-interest loans and grants for yet-to-be 
determined economic development projects and Iraq has extended similar 
low interest loans and grants totalling $12 million. These firm assis- 
tance offers could total over $1 billion in approved projects over the 
next decade, a sum roughly equal to the total assistance Afghanistan 

has received from all sources since the inception of large scale aid 
programs in the early 1950's. In addition, continuing assistance pro- 
grams from the traditional bilateral donors plus new development projects 
to be financed by the World Bank and the Asian Development Bank bode well 
for the country's long-range development plans. 


The critical factor in exploiting these development assistance offers is 
sufficient government resolve and trained managerial manpower to develop 
and administer programs for the long range economic and social develop- 

ment of this central Asian republic. There have been several expressions 





of development policy by high-level government officials, including 
President Daoud, but, thus far, concrete plans of action have not 
appeared, The Fourth Five Year Development Plan, approved by neither 
the previous government nor the new republic, reportedly is being re- 
written, but public evidence of what direction it will take is lacking. 


IMPLICATIONS FOR THE UNITED STATES 


Substantial Opportunities Exist But Patience and Perseverance Are Required 


Prospects for U. S. exports of services and materials to Afghanistan 
probably are better for the next several years than they have ever been 
in the modern history of the country. Consultancy services required for 
new development projects will have to be purchased from foreign firms 

as none of the new donating countries have sufficient trained personnel 
to assist Afghanistan in using their aid offers. Afghanistan itself has 
insufficient trained manpower and some countries, notably Iran, have 

made it clear they do not wish to work through international organizations 
such as the United Nations or the World Bank. U.S. engineering and con- 
sulting firms enjoy a good reputation among Afghans and should have a 
good chance of obtaining some of these forthcoming feasibility surveys. 
Once projects are demonstrated to be feasible, there will be increased 


chances for U.S. firms to obtain construction and/or supply contracts. 
As much as $1 billion of new money is likely to be spent in Afghanistan 
in the next decade and much of that could flow to the U.S. 


On the investment side, there are prospects for joint ventures with the 
Government of Afghanistan in minerals and petroleum exploration and 
exploitation, "heavy" industry (coking plant, iron and copper refining) 
and consumer industries (textiles, petrochemical products). Most of 
this industrial expansion will be done as turn-key projects, providing 
construction opportunities without investment, but some may need to be 
done on a joint venture basis. 


To take advantage of these opportunities, American firms will have to 
exhibit infinite patience and perseverance in dealing with an essentially 
sluggish, unresponsive and untrained government bureaucracy which is 
feeling its way very cautiously in a new development and political en- 
vironment. In the private sector, opportunities will remain severly 
circumscribed until the government enunciates more clearly what role 

the Afghan private business community will be allowed to play in the 
development of the country. 





TABLE I 


IMPORTS (COMMERCIAL) * 
(In U.S. $ Million) 


1350 1351 
March 1971-March 1972 March 1972-March 1973 


Total 81.4 96.2 
From U.S. 2.09 
From Japan (lst) 19,56 
From USSR (2nd) N/A 
From India (3rd) 11,41 
From Germany (FRG) (4th) 7Ve63 


From U. K. (5th) 10.59 


*Foreign assistance financed imports not included 





TABLE II 


PRINCIPAL IMPORTS (COMMERCIAL BY COMMODITY) 
(In U. S. $ Million) 


Item Worldwide-135l From U.S. 


Transport Equipment 16.9 0.53 
& Spare Parts (lst) 


Non-Metallic Minerals (2nd) 6,18 
Tea (3rd) Neg. 
Sugar (4th) Neg. 
Used Clothing 0.72 
Petroleum Products 0.57 


Tobacco Products 0,53 
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Table III 


EXPORTS 
(In U.S. $ Million) 


1350 1351 
March 1971-March 1972 March 1972-March 1973 


1/ 
Total 99.7 124,5— 


To U.S. 2.2 2.5 


To USSR (lst) 


To India (2nd) 


To U.K. (32d) 
To Germany (FRG) (4th) 
To Pakistan 


To Switzerland 


1/ Of which 17.1 Natural Gas to USSR 
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TABLE IV 


PRINCIPAL EXPORTS (COMMERCIAL BY COMMODITY) 


Item 
Fresh and Dried 


Hides and Skins 


(In U.S. $ Million) 


Worldwide-1351 To U.S. 1351 


Fruits (lst) 43.45 0.07 


(Includes 20.27 0.38 (2nd) 


karakul, leather & skin 


coats) (2nd) 


Natural Gas (3rd) 0.0 


Cotton (4th) 


Wool 


0.0 


0.99 (lst) 


Carpets and Rugs 0.32 (3rd) 


Medicinal Herbs 


0.15 (4th) 





-13< 
TABLE V 


Key Figures Concerning Afghanistan's External Debt and Balance of Payments 


Total Outstanding Disbursed Loans: 1972-73 $773.8 million 


Service Payments Due (rounded) 


1972-73 $31 million 
1973-74 36 million 
1974-75 41 million 
1975-76* 24 million 
1976-77* 25 million 
1977-78* 33 million 


*In January, 1975, Afghanistan and the USSR initialed an agreement defer- 
ring payment of 100 million rubles debt which was due in 1975-1980. This 
interest free rescheduling now calls for repayment over the period 1980- 
1995. Assuming an equal burden on each year, the figures given represent 
the current estimates less $25 million annually. 


Value of Exports: 1973-74 $159.8 million 
(projected to exceed $200 million by 1979-80) 


Value of Commercial Imports: 1973-74 $123.3 million 
(projected to exceed $175 million by 1979-80) 


(Note: Previous projections, made in mid-1972, showed exports exceeding 
$115 million by 1976-77 and imports exceeding $87 million by that date. 
Those projections have already been passed and these projections again 
could prove significantly too low. Not factored into these equations 
are possible project-related imports for oil-country financed projects 
which, if implemented, could exceed $1 billion in expenditures over the 
next decade.) 


Ratio of debt service to foreign exchange receipts (debt service ratio): 


1972-73 25.1% 
1973-74 (est) 22.5% 
1974-75 (est) 24.4$ 
1975-76 (est) 14.0% 
1976-77 (est) 13.5% 


With the new USSR debt relief, Afghanistan's debt service ratio is not 
expected to exceed 20% until, at the earliest, 1980-81, 


Major Creditors: Outstanding disbursed loans less repayments including 
Afghan Government Guaranteed, as of March 1973: 


USSR $508.4 million 
US 71.9 million 
FRG million 
UK million 
France million 








1971 edition Statistical Classification of Domestic and 


: Foreign Commodities Exported from the United States 


Numerous improvements over the 1965 Sched- 
ule B are included in this new issue by the 
addition, deletion, and revision of headnotes, 
directives, and inclusion item listings, and by the 
rewording of commodity descriptions. These 
changes facilitate the use of Schedule B, largely 
through clarification of the coverage of indi- 
vidual Schedule B numbers...however, the basic 
outline and arrangement of the 1971 Schedule is 
the same used in the 1965 edition. The new ‘71 
edition also contains revised procedures for 
reporting quantities on the Shipper’s Export 
Declarations for those Schedule B numbers 
requiring the quantity to be shown in two units. 


Another innovation in the 1971 Schedule B is an 
updated and improved alphabetical commodity 
index expanded to cover a larger number of 
individual items. Also, the basic format of the 
index is revised to show the first five digits of 
the seven digit commodity number for each 
indexed item, rather than showing a page num- 
ber for each indexed item. 


Vr 


The Bureau of the Census 


You may order your 1971 edition of Schedule B 
from the Superintendent of Documents, U.S. 


Offers. . . 


a new and improved edition of Schedule B, 
Statistical Classification of Domestic and For- 
eign Commodities Exported from the United 
States. Shown in this 1971 edition are current 
Schedule B commodity classification code num- 
bers required on Shipper’s Export Declarations. 


Government Printing Office, Washington, D.C., 
20402 (fill out order form below); from the 
local Collector of Customs; or from any U.S. 
Department of Commerce District Office. 


528 pp. $23.00 ($5.75 additional for foreign 
mailing). This price includes supplemental 
changes issued irregularly for an_ indefinite 
period. 


U.S. DEPARTMENT OF COMMERCE @ Social and Economic Statistics Administration e BUREAU OF THE CENSUS 


(please detach along this dotted line) 


ORDER FORM 


Please send me 


C3. 150:8/971 | enclose $ (check, money order, or Supt. of Documents 
coupons) or charge to my Deposit Account No. 


Total Amount $ 


___ copy(ies) of 1971 edition 


Schedule B, Statistical Classification of Domestic and 
Foreign Commodities Exported from the United 


MAIL ORDER FORM 
States. (528 pp) @ $23.00 


WITH PAYMENT TO 
Enclosed. 


Name Superintendent of Documents To be mailed 
U.S. Government Printing Office later 
Washington, D.C 20402 Refund 


FOR USE OF SUPT. DOCS. 


Address 
Coupon refund 


or any U.S. Department of Postage 


City Commerce district office 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 
To Insure Prompt, Accurate Shipment, Place Correct Address on Mailing Label Below 


(please type or print) 


U.S. Government Printing Office 

Public Documents Department POSTAGE AND FEES 

Washington, D.C. 20402 PAID 
Name 9 U.S. GOVERNMENT 
PRINTING OFFICE 

eee eee ee eee 375 

Special Fourth Class Rate 
ee Book 
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